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PART- A (10 × 2 = 20 Marks)
Answer any TEN questions.
1. Identify the various methods by which purchase consideration can be computed
2. A Ltd agrees to take over the business of B Ltd on the following terms:
The shareholders of B Ltd are to be paid Rs.25 in cash and the issue of 4 shares of Rs.10 each in A Ltd for each share of B Ltd. B Ltd has 50,000 equity shares 
The debenture holders holding 5,000 debentures of Rs.100 each are to be redeemed at a premium of 10%. Cost of liquidation amounting to Rs.25,000 are to be borne by A Ltd.  Calculate purchase consideration                             
3. On 31st Dec,1998 Pandian bank has the following bills:
	Amount
	Date 1998
	Term in Months
	Discount@% p.a

	50,000
	Nov 11
	4
	6

	60,000
	Nov 16
	3
	5

	40,000
	Nov  7
	4
	5.5


         Calculate the rebate on bills discounted.
4. Write a note on non performing Asset.
5. Compute Commission expenses   to be derived   in schedule 2 of   a life                                                             
      Insurance company.
Commission on direct business           -       Rs.93,000
Commission on reinsurance accepted -       Rs.40,000
Commission on reinsurance ceded      -       Rs.50,000
6. Define Insurance and list out the different types of insurance.
7. Write a note on holding company.
8. A subsidiary company has a capital of Rs.5, 00,000 in shares of Rs.100   each out of which the Holding company acquired 80% of the shares at Rs.6,00,000. The profits of the subsidiary Company on the date of acquisition of shares by the holding company were Rs.3,00,000. Calculate the value of Goodwill or Capital Reserve.
9. Who are preferential creditors?
10. From the following particulars, calculate the remuneration payable to Liquidator. Amount of unsecured creditors Rs.3,00,000. But Amount available for distribution to unsecured creditors before Paying Liquidator’s remuneration -Rs.2,80,800. Liquidator’s remuneration - 2% on the amount paid to Unsecured Creditors.
11. Distinguish between ‘Capital profits’ and ‘revenue profits’ in the context of holding company  accounts.
12. From the following information, compute the amount of provision to be made in the profit and loss account of Commercial bank:
	
	ASSETS
	RS.

	1. 
	Standard Assets
	16,000

	1. 
	Sub-Standard assets
	1,300

	1. 
	Doubtful 
	

	
	1. Upto one year
	700

	
	1. more than one year,but less than 3 yrs
	400

	
	1. more than 3 years
	200

	
	Loss assets
	500


You are required to calculate the amount of provision to be made by the bank, assuming that all the doubtful assets are a)secured b)unsecured


PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13. Differentiate between Amalgamation & External Reconstruction
14.The Moon Co. Ltd. and the Rising star Co. Ltd. have agreed to amalgamate. A new company Sunshine co was formed to take over the combined concern as on 31.12.2001. The two companies have been agreed at as follows:
Moon Ltd Balance Sheet
	Liabilities
	Rs.
	Assets
	Rs.

	Issued Capital 1,00,000 ordinary  shares of Rs.10 each fully paid up
	
10,00,000
	
Land and Buildings
	
5,00,000

	Sundry Creditors
	     80,000
	Plant & Machinery 
	2,00,000

	Profit and loss (undistributed balance)
	
     50,000
	
Furniture 
	
1,10,000

	
	
	Stocks
	1,50,000

	
	
	Sundry debtors
	1,20,000

	
	
	Cash at bank
	   50,000

	Total
	11,30,000
	Total
	11,30,000


                                                       Rising Star Ltd
	Liabilities 
	Rs.
	Assets
	Rs.

	Issued Capital 50,000 ordinary  shares of Rs.10 each fully paid up
	  5,00,000
	Land and Buildings
	3,00,000

	Sundry Creditors
	     50,000
	Plant and  Machinery 
	2,50,000

	Profit and loss (undistributed balance)
	     50,000
	Goodwill
	  50,000

	Reserve Fund
	     50,000
	Stocks
	   20,000

	
	
	Sundry debtors
	   20,000

	
	
	Cash at bank
	   10,000

	Total
	   6,50,000
	Total
	6,50,000


        Show how the amount payable to each company is arrived at and prepare the amalgamated  
        Balance sheet. Purchase price is paid in the form of equity shares of Rs.100 each in    
        sunshine Ltd.
       15. From the following particulars, prepare profit and loss account of safety bank for the year ended 31st March 2001:
	Particulars
	Amount
Rs.in (‘000)

	Interest on loans
	2,490

	Interest on deposits
	3,200

	Sundry charges ( Dr)
	100

	Commission (Cr)
	100

	Discount on bills discounted 
	1,490

	Interest on cash credit
	2,320

	Rent & taxes 
	200

	Interest on overdrafts
	1,600

	Director’s remuneration
	16

	Auditor’s fee
	35

	Bad debts to written off 
	300

	Establishments 
	500


16. Prepare a Consolidated Balance sheet from the following balance sheets:
	Liabilities
	H Ltd
 Rs.
	S Ltd
 Rs.
	Assets
	H Ltd
 Rs.
	S Ltd
 Rs.

	Capital:
Re. 1 shares
Creditors
P&L A/c
	
1,400
350
260
2,010
	
1,000
190
320
1,510
	Sundry Assets
Shares in ‘S’ Ltd.
900 Shares at Cost
	885

1,125

2,010
	1,510

-

1,510


On the date of acquisition of shares by H Ltd in S Ltd the credit balance on latter”s P & L a/c was Rs.220. No dividends have been  declared since that date.
17. From the following particulars prepare the fire revenue account for 2005-06
	PARTICULARS
	Amount In 
   Rs.

	Claims Paid
	235

	Legal Expenses Regarding Claims
	    5

	Premium Received
	600

	Commission
	100

	Reinsurance Premium
	  60

	Expenses of Management
	150

	Provision against unexpired risk on 1.4.2005
	260

	Claims unpaid on 1.4.2005
	  20

	Claims Unpaid on 31.3.2006
	  35


18. The revenue A/c of a life insurance company shows the life assurance fund on 31st March 2016 atRs.62,21,310 before taking into account the following:
	Sl                                                                                                      No
	Particulars
	Amount
In Rs.

	1.
	Claims covered under reinsurance 
	12,000

	2.
	Bonus utilized in reduction of life insurance premium
	8,000

	3.
	Interest accrued on securities
	8,260

	4.
	Outstanding premiums
	5,420

	5.
	Claims intimated but not admitted
	26,500


                What is the correct life assurance fund after taking into account the above omissions?
19.  ‘A’ ltd. went into liquidation with the following liabilities:
Secured creditors Rs.20,000 (securities realized Rs.25,000)
Preferential creditors Rs.600
Unsecured creditors Rs.30,500
Liquidation expenses are Rs.252. Liquidator is entitled to a remuneration of 3% on the amounts realized (including securities with creditors) and 1.5% on the amount distributed to unsecured creditors. The various assets realized Rs.26,000 (excluding securities in the hands of secured creditors). Prepare the liquidator’s final statement of accounts.
PART - C (3 × 10 = 30 Marks)
Answer any Three questions
20. A Co. Ltd. agreed to acquire the business of B Ltd as on 31st Dec. 1992. The balance sheet of B Co. Ltd. as on that date was as follows:
	Liabilities 
	     Rs.
	Assets 
	Rs.

	Equity capital (shares of Rs. 10 each)
	6,00,000
	Goodwill
	 1,00,000

	General reserve
	 1,70,000
	Land & Building
	 6,40,000

	6% Debentures
	 1,00,000
	Stock
	 1,68,000

	Creditors
	  20,000
	Debtors
	    36,000

	P&L A/c
	 1,10,000
	Cash
	    56,000

	TOTAL
	10,00,000
	TOTAL
	10,00,000


The consideration payable by A Ltd was agreed upon as below:
a) A cash payment of Rs.2.50 for every 10 share of B Ltd.
b) The issue of 90,000 of Rs. 10 shares fully paid in A Ltd  at agreed value of Rs. 15 per share.
c) The issue of such an amount of fully paid 5 % debentures of A Ltd. at 96% as is sufficient to discharge the 6 % debentures of B Ltd at a premium of 20%. 
While computing the consideration, the directors of A Ltd. valued Land & Buildings at Rs.12,00,000, the stock at Rs.1,42,000 and the debtors at their face value subject to an allowance of 5 % to cover doubtful debts. The cost of liquidation of B Ltd. amounting to Rs. 5,000 was to be met by A Ltd. Close the books of B Ltd. and give journal entries in the books of  A Ltd.
21. Prepare the profit and loss account for the year ended 31.12.1992 of Kasinathan Bank Ltd. from the following particulars.

	Particulars
	Rs. in ‘000

	Interest on loan
	250

	Interest on savings accounts
	150

	Interest on cash credits
	160

	Interest on fixed deposits
	190

	Interest on overdrafts
	50

	Amount charged against current accounts
	20

	Rebate on bills discounted
	19

	Salaries and allowances
	120

	Discount 
	40

	Rent, taxes, insurance, etc
	5

	Dearness allowances
	35

	Commission, brokerage and exchange
	15

	Managing director’s salary
	15

	Contribution to provident fund
	10


22. Prepare a revenue account in respect of fire business from the following details for the year 04-05.
	Particulars
	Amount(‘000)

	Reserve for unexpired risk on 1.4.2004 at 50%
	180

	Additional reserve
	36

	Estimated liability for claims intimated
On 1.4.2004
On 31.3.2005
	
31
42

	Claims paid
	365

	Legal expenses;
	6

	Medical exp
	4

	Re-insurance recoveries
	32

	Bad debts
	0.8

	Premium received
	486

	Premium on re-insurance accepted
	32

	Premium on re-insurance ceded
	43

	Commission on direct business
	48.6

	Commission on re-insurance accepted 
	1.6

	Commission on re-insurance ceded
	2.15

	Expenses of management
	90

	Interest , dividend and rent
	24

	Profit on sale of investment
	3


Create reserve on 31.3.2005 to the same extent as on 1.4.2004
23.                     The following Balance Sheets are given as on 30.6.87
	Liabilities
	M Co.
	S Co.
	Assets 
	M Co.
	S Co.

	Share Capital:
12,000 shares
3,000 shares
Creditors
Reserve
Profit & Loss A/c


TOTAL
	
1,20,000
-
15,000
25,000
12,000

                                                                                                                               1,72,000
	
-
30,000
5,000
6,000
9,000


50,000
	Buildings
Machinery
Stock
Debtors
Bank
Shares in S Co. 2000 shares

TOTAL
	72,000
30,000
18,000
22,000
5,000

25,000

1,72,000
	25,000
10,000
3,000
7,000
5,000

-

50,000


At the date of acquisition by M Co., S Co. had undistributed profits amounting to Rs. 5,000, none of which has been distributed since the date of acquisition. Prepare consolidated Balance Sheet.
24. The following are the particulars of a company that goes into voluntary liquidation. Prepare liquidators final statement, allowing his remuneration @ 2 % on amount realized and 2 % on amount distributed to unsecured creditors other than preferential creditors. 
Preferential Creditors – Rs.10,000;  
Unsecured Creditors   -  Rs.32,000; 
Debentures                  -  Rs.10,000 ; 
The assets realized the following sums : 	
Land & Buildings    - Rs.20,000;  
Plant & Machinery  -  Rs.18,650 ;
 Fixtures & Fittings  -  Rs. 1,000 ; 
The Liquidation expenses amounted to Rs.1,000.



								*************

